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Abstract 

The paper presents the 1970s licensing agreement between the communist government 
of Poland and the Italian company Fiat for the production of small motor vehicles, the 
Fiat 126 model, and the consequent building of the Small Engine Car Factory (Fabryka 
Samochodow Malolitrazowych) in Bielsko-Biata and Tychy. The project aimed to enhance 
Polish economic international competitiveness, to narrow a technological gap between 
the country and the West, but - most of all - to transplant to Poland an element of 
Western modernity: individual car ownership. In fact, with three million units produced, 
126 was the car that had motorised Poland. The paper focuses on managerial problems 
that state bureaucracy had to tackle in the process of constructing a new car factory, 
showing how the political goal of mass motorisation overtook any other financial or 
industrial constraints, though reducing productivity and financial sustainability of the 
project. 
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Introduction 

In 1971, the communist government of Poland signed a licensing agreement with 
the Italian company Fiat. It envisioned the production of the Fiat 126 model in a 
newly built factory - Fabryka Samochodow Malolitrazowych (FSM) (Small Engine 
Car Factory) - located in two Silesian towns, Bielsko-Biala and Tychy. 

FSM was one of the most important investment projects in 1970s Poland and 
enjoyed the highest priority. 1 And yet, its construction faced serious problems 
arising from the lack of coordination between the different institutions involved 
and shortages of financial resources, raw materials and contractors’ capacities. The 
factory produced cars under the Fiat license even ahead of a schedule, but many of 
the project’s economic targets were never reached. 

The case of the FSM opens room for a discussion about how Western 
technologies were implemented in socialist countries, for which purposes and in 
whose interests. The detailed analysis of the origins of Fiat-Polish cooperation 
sheds light on the economic, social and political goals that governing Polish 
elites wanted to achieve through the introduction of foreign automotive technolo¬ 
gies and offers an opportunity to look behind the scenes of a socialist planned 
economy. In the text, I assume an institutional perspective. I will try to show how 
different bureaucratic structures attempted to exploit the FSM project in order 
to strengthen their own positions in the hierarchy of power. Drawing from largely 
unexplored Polish archival sources, as well as from national and international 
literature, I will also demonstrate how official goals changed during the 
project’s implementation - sometimes to a great extent - under the pressure of 
unofficial ones. 

To understand the aim and scope of the whole programme of cooperation with 
Fiat it is necessary to consider it within the framework of the Polish government’s 
modernising ambitions and its plans for Council for Mutual Economic Assistance 
(Comecon, e.g. the economic forum of Soviet satellites) division of labour. In the 
late 1960s and early 1970s, Polish leaders looked with interest to the model of 
industrial and technical modernity that Western European factories seem to 
offer them. 2 Hence, they considered the purchase of Western European licenses 
as a proper instrument to make a fast leap forward in building a modern industrial 
potential. 3 

The decision to purchase the Fiat license and begin the mass manufacturing of a 
small and relatively cheap personal car reflected as well a change in the official 
attitude towards individualism and towards the consumer appetites of Polish soci¬ 
ety. The evolution of the official attitude to consumption evolved in Poland in the 
same direction as it did in other Soviet Union satellites, although the pace of the 
evolution was relatively slow. It was only at the beginning of the 1970s that 
Polish communist leadership perceived individual consumption as a factor of 
both economic growth and social rest. 4 
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Western automotive technology and socialist economic 
integration: The first Fiat-Polish Agreement (1965) 

The development of the automotive industry was one of the pillars of a strategy 
aimed at intensive economic growth implemented by the Polish government in the 
second half of the 1960s, the final years of Wladyslaw Gomulka’s rule. Its rationale 
consisted in stopping the production of obsolete and resource-consuming goods, 
selecting the industrial branches which, according to the Government, had a higher 
potential in terms of both impact on the modernisation of the Polish economy and 
the export and channelling of investment towards them. This would have contrib¬ 
uted to improve the position of Poland in the international division of labour. 5 
Gomulka observed with concern the advancement of the economic integration of 
Western Europe, considering it a threat to the international competitiveness of the 
socialist economies, and believed that the Polish economy needed more efficient 
international cooperation with other socialist states. For this reason, the Polish 
leader unsuccessfully put forward a major reform proposal to eliminate irration¬ 
alities in the functioning of the Comecon. 6 

At the same time, Gomulka was fully aware that many up-to-date technologies 
were not available within the Soviet Bloc and that Comecon countries needed 
to purchase modern industrial equipment and licenses from Western Europe. If 
relations with the West were necessary, Polish leaders did not consider them as an 
alternative to socialist integration. On the contrary, Gomulka wanted Comecon 
countries to cooperate and coordinate in both the purchase and implantation of 
licenses, in order to reduce the related costs. 

Actually, Poland’s license and investment policy remained quite conservative: 
between 1966 and 1970 the country bought just 102 licenses. 7 Furthermore, deci¬ 
sions over the acquisition of foreign technology were strictly controlled by the 
centre of the administrative apparatus, at the level of the Deputy Prime 
Minister. This would have allowed the centre to curb pressure from the lower 
echelons of the administrative structure and avoided the danger that investments 
and foreign technologies would cause disequilibria in the economic system. 8 
Gomulka was also cautious about taking out loans abroad; as a result, when he 
lost power in 1970, total Polish external debt remained at a safe level of 0.6 billion 
USD (equivalent to 24 billion in today’s USD), a sum estimated as 1.1 USD 
according to other sources. 9 

The Polish automotive industry played a significant role in Gomulka’s policy of 
greater openness towards the West. Strategic documents from the late 1960s 
stressed that the ‘industrial vanguard of the capitalist world consists of nations 
that have developed the automotive industry. Industrial development of the USA, 
Italy, France, England, Canada, Federal Republic of Germany or Sweden has been 
based on the automotive industry’. 10 Polish leadership believed that Poland could 
follow their path and, as early as April 1966, authorised the signing of a licensing 
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agreement with the Italian company Fiat for the production of a sedan, the 125 
model. 

As documentation shows, the Politburo had given the green light to negotiate 
with Fiat because Polish leaders were expecting that Fiat technology would have 
allowed the Polish automobile industry to quickly become independent and able to 
export its cars to the West. 11 In accordance with Gomulka’s views on socialist 
cooperation, the contract was coupled with other agreements, those signed with 
Yugoslavian Zastava Automobili and with Russian Volzhsky Avtomobilny Zavod 
(Volga Automobile Plant). Cooperation with other socialist firms was aimed at 
limiting hard currency expenditure on licence implementation, but soon proved 
problematic: by 1970 Zastava failed to deliver components worth 15 million 
USD (equivalent to c. 90 million in today’s USD). The missing components had 
to be substituted by purchases in the West. 12 

The unresolved issue of Polish mass motorisation: The 1960s 

The decision to sign the agreement with Fiat did not stop discussions about setting 
up a second automobile factory to produce a small car for the domestic market and 
the search for a form of cooperation in the automotive industry within the 
Comecon. At the time of the signing of the first licence agreement with Fiat 
(1965), the only car manufacturer in Poland was the Warsaw-based Fabryka 
Samochodow Osobowych (FSO) (Passenger Car Factory), which produced two 
obsolete sedan models: the Warszawa, based on a Russian license, and the smaller 
two-door, Polish-designed Syrena. In the mid-1960s, thus, the total output of the 
FSO (and thereby total domestic annual car production in Poland) was around 
30,000 units. Car density, at eight cars per thousand inhabitants in 1965, was 
among the lowest in Europe. Even among socialist countries, Poland lagged not 
only behind Czechoslovakia and the German Democratic Republic, but also 
behind Hungary and Yugoslavia. Despite the poor state of Polish motorisation, 
the production of an affordable car for domestic users was not a priority. In 1968, 
the Polish Planning Commission decided that the production of a popular small 
engine car could be postponed further, at least until 1975. 13 

In the meantime, the question of which model to adopt for the mass motorisa¬ 
tion of Poland was the subject of lively debate within the press. The main problem 
was that the motorisation of rural and small urban areas, which was considered a 
priority by the government, required a spacious vehicle able to carry large cargos 
and suitable for bad roads, and there was no plan for a similar domestically 
designed vehicle to enter production soon. 14 Polish decision-makers hadn’t even 
yet ruled out the possibility of cooperating with other Comecon countries on that 
matter, despite the fact that discussions regarding specialisation and cooperation in 
motor industry had been carried on since the late 1940s with no significant 
advancement. 15 

In the meantime, the implementation of the Fiat-Polish agreement proceeded 
and altered the geographical balance of the Polish automobile industry. As a first 
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step, the production of Syrena was relocated outside the FSO factory, where new 
lines for the Fiat 125 had to be set. This gave way to the first investments in Silesia. 
It was in this region, in fact, that planners had envisioned the construction of the 
second car factory (the one producing cars for domestic use). 16 At first, they 
enlarged the Wytwornia Sprzqtu Mechanicznego (Mechanical Equipment Works) 
located in the town of Bielsko-Biala, c. 80 km west of Krakow. The former tractor 
components factory had to host the production lines of Syrena and of some of its 
components (car suspensions and gearboxes). 17 This plant became the backbone of 
the future FSM. As a second step, in March 1969 the Ministry of Machine 
Industry, in agreement with the Planning Commission, decided that a brand new 
car assembly plant would be built in the Silesian town of Tychy. They planned 
construction for 1971 and forecasted that by 1975-76 it would have manufactured 
annually c. 40,000 units, first the Syrena and later a new small engine car model. 18 

A brief look at the investments leaves few doubts about the Polish government’s 
priorities when dealing with automotive production: up to 1975, the new plant in 
Tychy would have received only 750 million zloty, while the government allocated 
2.5 billion zloty for the FSO, which was manufacturing the Fiat 125, a car which 
was extremely expensive for Polish citizens and destined mainly for the export 
market. However, the lion’s share of investments in the automotive sector (6.6 
out of 10.5 billion) ended up financing bus, utility vehicle and truck production. 19 


Preparing the ground for Polish mass motorisation: The 
second Fiat-Polish Agreement (1971) 

Edward Gierek rose to power in December 1970 as a result of the social protest 
held in several Polish cities which left at least forty-one people killed and more than 
thousand wounded. This led to a radical change in the government’s investment 
priorities. The new leader of the Polish United Workers Party had to urgently deal 
with food and residential housing shortages, but he was also eager to increase the 
production of durable consumer goods. For Gierek, the reasons behind the pro¬ 
tests were also generational in character: the generation of post-war baby boomers 
was entering adulthood with new ambitions and he needed to deal with them. 20 As 
soon as 1971, in his first months in power, Gierek envisioned radical economic 
reforms; some aspects of his thinking resembled earlier Polish, Hungarian or 
Czechoslovak attempts to reform socialist economies by introducing elements of 
market regulation. 21 

In the official discourse, the notion of harmonic growth took the place of 
Gomulka’s selective growth. In practice, Gierek decided to partially redirect and 
expand the investment programme of his predecessor, reaching Western technolo¬ 
gies more resolutely and financing this new ambitious investment expansion with 
foreign loans. As a result, Poland bought 370 licenses between 1971 and 1976. As a 
natural consequence, external debt grew from 2.2 billion dollar in 1973 to 19.5 
billion in 1979 (c. 12 billion and 70 billion in today’s value). 22 
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As stated, to achieve their political goals of appeasing the Polish society, the 
Gierek regime decided to significantly increase investment in enterprises manufac¬ 
turing durable consumer goods. Total investment in the machine industry in 1971— 
75 was set at 80 billion zloty (c. 3 billion in today’s USD), twice as much as during 
the previous five years. Plans regarding trucks, utility vehicles and busses were not 
abandoned, but the bulk of investment was directed at the production of passenger 
cars. 23 The Planning Commission objected to what it believed had been a too 
extensive investment expansion of the motor industry. Its objection was rejected 
by the Politburo. 24 In the years to come, the Ministry of Machine Industry won 
several similar battles with other government bodies. 

Gierek’s package of reforms included the mass production of a small engine car. 
Talks with Fiat about a license started in July 1970 when Gomulka was still in 
power, but accelerated after a new leadership had taken over. 25 The Small Engine 
Car Factory was formally established in January 1972. At the time that the factory 
was set up as a legal entity, its construction had already been underway. The 
Government Presidium decided that construction work should commence in 
1971, outside of a yearly investment plan, and before design documentation for 
the factory had been completed. Construction teams were supposed to work on the 
basis of ‘successively delivered piecemeal working documents’. This was common 
practice in the case of high priority investment projects in the 1970s, the conse¬ 
quence of which was often conflict at the construction site and rising costs. 26 

The Italian company had several reasons to be interested in the deal. Its man¬ 
agement had been monitoring the situation of automobile production in the 
Comecon markets for a long time, had already signed agreements with 
Yugoslavia (1955) and the Soviet Union (1966) and had a long story of negoti¬ 
ations and deals with Poland. 27 Low car density and weak domestic industry 
seemed to offer a great business opportunity for the Italian producer, which was 
facing serious strategic challenges in both domestic and foreign markets. In the late 
1960s, the pace of economic growth in Western Europe began to slow down, and 
Japanese and US competitors, as well as internal competition within Europe, 
threatened to shaken consolidated equilibriums in the global automotive indus¬ 
try. 28 On top of that. Fiat was weak in medium and upper segments of the market, 
and its efforts to shift upmarket in the late 1960s and 1970s failed. 29 
Internationalisation strategy offered a way out for the Italian company, which 
bet on the building of a competitive advantage on the company’s strength. Fiat 
planned to use its expertise in designing a simple, easy to maintain small engine car 
to produce economic cars in the socialist countries, where labour costs were low, 
and to distribute them globally through the Fiat network. 30 

Therefore, both the Fiat establishment and Polish leadership had good reason to 
continue the cooperation. Relying on the ongoing licensing contract for the Fiat 
125 and on Polish desires to modernise the model, Fiat was the only licensing 
partner seriously taken into consideration. Further, to some extent, Fiat’s troubles 
made it a good partner; Polish negotiators were aware of its difficult position on 
the world market, and their reports describe the Italian company as a relatively 
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weak partner - thus one prepared to accept Polish requests - because of the com¬ 
petitive challenges it encountered. 

Good understandings in realising production of the 125 model were also import¬ 
ant. For the Poles, the Italians were usually ready to understand contractual docu¬ 
ments ‘as a gentlemen’s [sic] agreement’, in which the spirit was more important 
than the actual wording. Many provisions were interpreted favourably to the 
Polish side, and Polish negotiators thus hoped to replicate these elements in the 
1971 agreement. 

On the Polish side, representatives of the automotive industry took a dominant 
position in license negotiations. The Ministry of Machine Industry prepared nego¬ 
tiation instructions for the Polish delegation. Amendments proposed by the 
Ministry of Foreign Trade were rejected and the role of its representatives in the 
negotiation team marginalised. 

Concerning Fiat production, Polish negotiators had to make a choice between 
the 126 model (a small car with a 0.61 engine) and the 127 (more similar to the old 
Polish Syrena, with a 0.91 engine). The smaller 126 was chosen because lower 
manufacturing costs made it more affordable for consumers. It was also estimated 
that its introduction into production would consume less capital and entail lower 
hard currency expenditures, the latter being of special importance for decision¬ 
makers. More limited scope of cooperation of the FSM with other Polish compa¬ 
nies was also quoted as an advantage of 126 production, although, interestingly, 
the total hard currency balance looked more favourable for the 127 model. Its 
introduction required higher hard currency spending, but export profits were 
potentially larger. Polish negotiators were also aware that the 126 was less func¬ 
tional for users living in the countryside. However, the less complicated character 
of 126 production and the idea that this model was supposed to be within the 
financial reach of a larger group of Polish citizens outweighed the drawbacks. 31 
In other words, once export was an important element in the equation, mass 
motorisation (preferably for urban dwellers) was the priority. 

The development of such a mass motorisation programme naturally offered 
some ideological headaches. At the beginning of Gierek’s era, articles appeared 
on the threats individual car ownership posed to the principles of egalitarianism 
that were supposed to rule a socialist society. But unlike his predecessor, Gierek did 
not argue that a personal car was not a basic necessity. 32 The new leadership was 
reframing the political goals of the Polish communist party, and after 1970 the 
communist leadership was ready to accept a Western lifestyle also for the Polish 
layperson, including mass motorisation. 33 Once those were the targets, it was neces¬ 
sary to tune the tools necessary to achieve such a goal accordingly, first producing 
small, mass-oriented motor vehicles, but also creating passible conditions of pur¬ 
chase. Policy makers found themselves thus discussing the selling price of the 126 
and creating a totally new distribution system, all long before the first 126 became 
available on the market. While cars were used as rewards for the more productive 
or politically loyal workers and citizens, the majority of units had to be sold 
through a pre-order scheme. 34 Considering the high cost of the even small 126 
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for low wage Poles, the communist party encouraged Poles to open bank accounts 
in order to save money for a future purchase. By the end of 1974, once the very first 
126 rolled along Polish roads, car savings made up 2.5 per cent of total domestic 
savings, with a total number of car-devoted accounts close to one hundred seventy 
thousand. 35 

The construction of the FSM and the backstage of 
successful Polish mass motorisation 

The FSM management ambition was to produce about one hundred fifty thousand 
cars annually. 36 Such an ambitious programme thus had a high priority character 
from the very beginning. Every effort was made to make the production as smooth 
as possible. The introduction of the 126 model had to be supervised by an Inter- 
Ministerial Coordination Committee. The Council of Ministers issued a special 
decree on guidelines of project implementation. It obliged ministers to ‘ensure 
deliveries’ of raw materials, semi-finished goods, equipment, means of transporta¬ 
tion, building materials and supplies of electric power to the construction site. The 
decree sanctioned a special position of the Minister of Machine Industry. The 
minister obtained the right to oblige managers of state-owned enterprises super¬ 
vised by other ministries to sign long-term cooperation agreements with the FSM. 
The minister was also authorised to purchase machines and tools from abroad with 
disregard for the provisions of annual economic plans. 

Because of the geographical proximity of Bielsko-Biala and Tychy, as well as the 
town of Katowice (where a construction of giant steelworks was underway), 
another government committee was set up to coordinate those projects. The gov¬ 
ernment established a third committee to assure cooperation of different ministries 
in building a network of service stations for the incoming mass motorisation. 37 
Last but not least, in 1972 the Ministry of Machine Industry founded a fourth 
bureaucratic structure, significantly called the Bureau for Entering Small Engine 
Cars into Production. 38 The Bureau was expected to keep in touch with Italian 
partners and solve problems occurring in the process of implementing the licensing 
contract as far as both assembly and parts production were concerned. To facilitate 
the realisation of the project, infrastructural expenditures were not included into its 
total costs. The government ordered that the calculation of unit costs of car man¬ 
ufacturing in the FSM should include only expenditures ‘directly incurred to start 
car production’. 

Similar to other important construction projects, a special fund was set up for 
extra bonuses for construction workers. Additionally, the Minister of Machine 
Industry received the right to allocate two thousand cars on ‘especially favourable 
conditions’ to outstanding workers. Flats were made available to construction 
workers and factory employees. Companies that were building the factory and 
producing equipment for it obtained permission to hire additional workers. The 
government agreed to grant ‘special remunerations of management and specialist 
cadres’ on exceeding the total wage fund, although only ‘in reasonable cases’, and 
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ordered a state-wide recruitment of employees for the factory. 39 Delegates from the 
FSM visited technical universities to attract future engineers. Similar meetings were 
held in military bases to recruit soldiers who were about to finish their service. The 
Union of Socialist Youth (a communist party organisation) initiated a special 
action called ‘two [workers] from each county’. Each local cell of the Union was 
supposed to recruit two young men willing to work on the construction site. 40 

Despite such efforts, the construction of the factory encountered significant 
difficulties. Materials were lacking. People responsible for the investment com¬ 
plained about the variability in the number of workers. Deliveries, especially 
from producers not supervised by the Ministry of Machine Industry, did not 
arrive on time. 41 This did not impede beginning the assembly of cars four 
months ahead of schedule, in June 1973. Galvanised by the first assembled car, 
the governmental coordinating committee approved a further expansion of pro¬ 
duction in order to meet an expected high demand for cars in the near future, both 
on the domestic market and abroad. 42 

Also in this case, the Politburo and Government Presidium had the final say. 
Their provisional approval was secured in February 1974. According to a modified 
plan, the factory was supposed to reach the production capacity of two hundred 
thousand cars a year and the Council of Ministers formally approved the extension 
in April 1974. 43 However, the 1974 decision was only a consequence of what had 
been done, without consultation beyond the little circle of the automobile lobby, a 
few years earlier. Already in 1972, the government had approved an upgraded 
design of the factory, so as to have a potential production of three hundred thou¬ 
sand cars a year. As in a self-fulfilling prophecy, in 1974 the proponents of the 
expansion could easily claim that production lines, machine tools and the equip¬ 
ment of key workshops would be used more economically if the production num¬ 
bers were higher. As the Ministry of Machine Industry argued, 33 per cent increase 
of the production capacity, from one hundred fifty to two hundred thousand cars a 
year, would only require a mere 10 per cent increase in construction works, and 
about a 20 per cent increase of the total investment budget. The outcome of 
committing extra resources was to be two hundred fifty thousand more cars pro¬ 
duced up to 1980, more income for the state treasury, higher productivity per 
employee and lower unit costs for each car. On the other hand, postponing the 
expansion would result in extra expenditures because prices of industrial equipment 
on world markets were going up. 44 

Naturally, investment expenditures for a higher production programme grew to 
nearly 18.6 billion zloty (c. 1.2 billion in today’s USD). As in the past, in 1974 the 
Planning Commission raised objections. In the middle of the oil crisis, with a 
shocked automobile industry all around the world, the committee argued that 
the Polish economy would require extra financial resources to absorb a shock 
connected with rising prices of fuel on world markets. Nevertheless, those objec¬ 
tions were ignored once again. 45 

In June 1976, internal problems in Poland coupled with external ones. To miti¬ 
gate endemic food shortages, the Government decided to introduce drastic price 
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hikes of many basic commodities, which resulted in a wave of strikes and riots. The 
price reform was revoked. As a consequence, subsidies to maintain the prices of 
basic goods became a heavy burden for the state budget. New foreign loans were 
necessary to repay old ones and imported consumer goods were urgently needed to 
alleviate social unrest. 

Despite (or because of) growing economic problems, new efforts were made to 
further increase the capacity of the automotive industry. Between 1974 and 1978 
the FSO was being modernised to launch a new model, the Polonez, newly designed 
by Fiat engineers, with mechanical components from the Fiat 725. 46 In June 1979, 
a new package of agreements aimed at a multifaceted modernisation of the Polish 
automotive industry was signed. One deal secured Polish government financing to 
buy machines in Italy that were necessary to start producing a new family of 
engines in the FSO in Warsaw. It also encompassed the production of a family 
of trucks designed by Fiat, assembled in the Fabryka Samochodow Rolniczych 
(Agricultural Vehicles Factory) in Poznan. FSM was naturally involved in the 
1979 agreements via the modernisation of 126 model, as well as the assembly of 
a new small engine car, known at that time as ‘model zero’, but later better known 
as Fiat Panda (having an engine of 0.91). 

This required the development of a new plan for a further extension of the FSM, 
and once more the original plans were corrected upwards in term of units pro¬ 
duced. According to the initial agreement, FSM production capacity was supposed 
to reach two hundred fifty thousand cars annually. In September 1979, however, 
the Minister of Machine Industry ordered that the design of the factory’s expansion 
should assume a production capacity of three hundred thousand. 47 According to 
new estimations from August 1979, the whole programme of cooperating with Fiat 
amounted to 23 billion zloty (c. 0.5 billion in today’s USD), including 900 million 
zloty in foreign value. 4 * In October, the estimation was raised to 35.3 billion, and 
the extension of the FSM factories alone was supposed to cost 5.6 billion in the first 
version of the plan, and 6.6 billion in the upgraded one. The sum rose to 10 billion 
zloty in total (c. 0.25 billion in today’s USD), including 260 million zloty in foreign 
currency after the decision to increase the factory’s production capacity 49 The 
period of the most intense investment effort was envisioned between 1980 and 
1983, but state bureaucracy assumed that modernised 126s would enter Western 
markets already in the second half of 1979. The assembly of the Panda model and 
exports of cars produced in the Agricultural Vehicles Factory was slated to begin in 
1982. The whole package of agreements was supposed to generate 1 billion zloty in 
foreign exchange in export by to 1990. 

All together, the history of the 1970s Polish automobile programme is the his¬ 
tory of the country’s success in achieving mass motorisation, at least partially, but 
it also shows the political reasons behind the escalation in production: motorisation 
was considered as a way to achieve social rest. It is also worth noting that excessive 
expenditure to develop the automobile industry was one of the factors that con¬ 
tributed to the economic crisis during the Gierek’s era. Polish leadership ignored 
deepening financial imbalances, as well as changing conditions in international 
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economic markets. The increase of investment in Poland depended on foreign 
currency expenditures, i.e. foreign loans. Those were supposed to be covered - at 
least in the policy makers’ vision - by an increase in the export of motor vehicles. 
The growing cost of credit, the difficulties of an over-centralised system and the 
lack of financial discipline made the debts pile up. Once Poland leadership entered 
the mass production stream, it was difficult (and politically risky) to avoid its 
escalation. Despite precedents from the past that had led to serious problems, in 
the early 1980s the Ministry of Machine Industry once again received permission to 
purchase machinery and tools abroad over the limits of Western currency stipu¬ 
lated in yearly economic plans, and without the obligation to consult the Ministry 
of Foreign Trade. All this happened after the Polish government made decisions to 
cut investment expenditures in order to face the economic crisis. This, once more, 
underlines the central role of mass motorisation in the Polish political and indus¬ 
trial landscape of late socialist era. 

In addition, the profitability of 126 production led to a lengthy and sharp dis¬ 
pute between the Ministry of Machine Industry, the Ministry of Finance and the 
Planning Commission. Representatives of the automotive industry demanded that 
the interest on credit drawn in Italy to finance purchases of industrial equipment 
should not be included in the calculation of production costs of the 126 model. The 
goal was fitting within the profitability of export, which was officially measured by 
comparing how many Polish zloty had to be spent to earn 1 USD. The indicator for 
a 126 model was below the benchmark set out by the Ministry of Foreign Trade, 
but the Ministry of Machine Industry was of the opinion that the way of calculat¬ 
ing the indicator was improper, unfavourable for technology advanced goods, and 
thus urged its correction. 50 The Planning Commission counter-argued (without 
success) that the methods of calculation were correct and that poor indicators 
for the FSM were simply the result of high costs of investment and export low 
prices. Once more, mass motorisation - and thus the realisation of the political goal 
to create a perspective of material advancement for loyal and efficient workers - 
was far more important than that of the import-export balance. 

Conclusion 

By 1981, in the midst of the Solidarnosc protest and military coupe, the number of 
the 126 models produced in the FSM reached one million, and in March 1982 
exports exceeded 250,000 units in total. The production continued until the year 
2000, exceeding 3.3 million units, nearly nine hundred thousand of which were 
exported. Despite its troubled life, FSM survived the fall of communism: in 
1990, it was transformed into a joint stock company and taken over by Fiat in 
1992, although its production was progressively losing competitiveness. 

Altogether, the 126 motorised Polish society, or at least some urban layers of 
Polish society. The implementation of car ownership with small cars took total 
priority even in the face of financial, industrial or political constraints. Among 
other elements, the construction of the automobile factories took place under the 
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conditions of a soft budget limitation. Introducing a 126 model proved to be much 
expensive than initially expected. Evaluation of the economic outcomes of the 
undertaking was not based on firm principles, and those principles that existed 
could always have been put into question. Additionally, the construction of the 
FSM was a special project, and thus, treated in a special way (e.g. excluding infra¬ 
structural spending). 

The lack of a stringent budget constraint and the absence of clear efficiency 
indicators were characteristic features of the socialist economic system and 
stemmed from its very nature. From this point of view, the problems with the 
FSM project were typical. On the other hand, FSM history demonstrates as well 
the importance of car production. For instance, formal decisions regarding the 
licensing contract and the construction of the factory were taken at the highest 
political levels, in the Politburo and Government Presidium. This ensured a tight 
control of the decision, backed by the top level of the political system, which, as we 
have seen, cared very little about financial constraints. 

Once mass motorisation became a pillar of the Polish elite’s efforts in building 
consent, the managers of the industry understood the leverage power they could 
have and acted accordingly. We can observe in the FSM example how the auto¬ 
motive industry enjoyed support from the highest circles of authority, breaking 
opposition whenever necessary. While usually in a multi-level system of manage¬ 
ment the making of investment decisions takes time and is directed by a natural 
pressure to delegate down to branch ministries, in the case discussed here, the 
Minister of Machine Industry and its staff gained an almost unlimited power to 
act at its own discretion. Even the existence of overlapping and conflicting agencies 
and entities set up to coordinate production had limited powers to stop the auto¬ 
mobile industry. Once more, mass motorisation was too big a political goal to be 
called into question. 
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